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The Victory Fund Com m ittees

O v e r  $19,000,000,000 of United States Government 
securities were sold to the general public and banks, 

excluding Federal Reserve banks, during the fiscal year 
ended June 30, 1942. Holdings of these investors rose 
from $44,000,000,000 to $63,000,000,000 during the year, 
and the increase represents an unprecedented expansion 
in the volume of sales of new Treasury securities in any 
one year. The past year’s sales are, however, dwarfed by 
the requirements of the fiscal year which ends June 30,
1943. Under the dictates of an almost insatiable war de
mand, fiscal requirements will necessitate the sale this 
year of something like $50,000,000,000 of new Treasury 
securities in spite of a prospective large increase in Fed
eral taxes.

There is no doubt that the approximate requirements 
of $50,000,000,000— or more for that matter— can be 
obtained through the sale of Government securities. The 
real problem of the Treasury in financing the war is to 
distribute these securities so that the disturbances in our 
economy, now or in the future, which would flow from 
an unplanned distribution through the channels of least 
resistance may be avoided. For example, it would be com
paratively easy to raise the necessary funds by selling the 
securities to commercial banks almost exclusively. To do 
so, however, would mean the creation of huge amounts 
of new deposits. Sales to commercial banks, 
in which the securities are paid for by the 
creation of new deposits, increase the pur
chasing medium by an amount equal to the 
amount of the sales. Ultimately, this increase 
in the purchasing medium would find its way 
into the hands of individuals, who would 
thus come into possession of additional 
spending power. The urge to use this spend
ing power in the purchase of consumers' 
goods, a large share of which is already in 
short supply, would raise prices and cause 
the public generally to pay more for goods.
These price increases would be reflected 
both directly and indirectly in the cost of the 
war to our Government, and would tend to 
generate, at a later time, serious problems of 
readjustment.

To the extent that resort to commercial 
banks is avoided, purchases of Government 
securities will necessarily be made from cur
rent incomes and the accumulated funds of 
individuals and institutions other than com
mercial banks. To aid the Treasury in ac

complishing this task most effectively, the services of the 
banking and securities industries have been mobilized 
through Victory Fund Committees of the Treasury De
partment. Under a National Victory Fund Committee, 
composed of the Secretary of the Treasury, the Chairman 
of the Board of Governors of the Federal Reserve Sys
tem, and the Presidents of the Federal Reserve Banks, 
District Committees have been established in each of the
12 Federal Reserve Districts. The Twelfth Federal Re
serve District Victory Fund Committee is composed of 
the President of the Federal Reserve Bank of San Fran
cisco as chairman, and 14 members drawn from western 
financial and industrial institutions. Under the super
vision of an executive manager located at the head office 
of the Federal Reserve Bank of San Francisco, there are 
five regional committees covering the entire district. 
These are located in San Francisco, and in Los Angeles, 
Portland, Salt Lake City, and Seattle, where the Federal 
Reserve Bank of San Francisco maintains branch offices.

To discover and interest potential buyers, some of 
whom may not previously have been investors in Gov
ernment securities, and to find among the many different 
issues with their various maturities, rates of return, terms 
of negotiability, and the like, the particular securities 
adapted to the specific needs of the investor are important 

functions of the Victory Fund Commit
tees. The investor may choose from a wide 
variety of Treasury securities, ranging 
from regular market or negotiable issues, 
such as bills, notes, certificates of indebted
ness, and bonds, to the so-called non-mar
ket issues of restricted negotiability, which 
are on “tap,” such as War Savings Bonds, 
tax anticipation notes, and occasional other 
bond issues. Victory Fund Committees are 
concerned primarily with the sales of secu
rities to larger investors. On the other hand, 
the main responsibility of the Treasury’s 
War Savings Staff is the promotion of 
sales of War Savings Bonds, Series E, F, 
and G, and Stamps, particularly to smaller 
investors. The two organizations thus com
plement each other in covering the entire 
investment field. In the sale of Series F 
and G Bonds, the Victory Fund Commit
tees aid the War Savings Staff, since those 
two issues are primarily adapted to the 
needs of the larger investor.

The enormity of the Treasury’s task of
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financing the war and doing it with the least possible dis
turbance to the price structure requires that all possible 
non-commercial-bank sources of funds be tapped. The 
volume of current savings available for investment un
questionably has increased in recent months, in part be
cause of larger incomes, and in part because of inability 
to spend, particularly on many of the durable consumers’ 
goods, which are no longer available or are available only 
in restricted amount. Not only individuals, but trust 
funds, savings banks, insurance companies, and other 
financial institutions, all of which receive the savings or 
surplus funds of individuals, can absorb substantial 
amounts of Treasury obligations. Business enterprises in 
a number of cases have involuntarily increased their cash 
holdings because of inability to invest this cash in inven
tories and equipment owing to restrictions on their avail
ability except for essential purposes. Cities, counties, and 
other public corporations frequently have a surplus in 
their treasuries for periods of several months. In brief, 
the individuals, institutions, and business organizations 
from which funds to finance the Government may be 
drawn without resulting in the creation of additional pur
chasing power in the form of deposits are numerous and 
diverse, and all must be included within the scope of the 
Victory Fund Committees’ program.

The huge amount of financing that is required makes 
it evident that despite our utmost efforts to secure the 
funds from non-bank lenders, it will be necessary to sell 
securities to banks in considerable volume. In the fiscal 
year just ended, commercial banks in the United States 
absorbed more than $6,000,000,000 of the $19,000,- 
000,000 increase in Government securities outstanding 
during the year. Of this amount, member banks in the 
Twelfth District absorbed $569,000,000, and these banks 
will be called upon for substantial participation during 
the current fiscal year. Participation of the commercial 
banks in the tremendous task of financing the war re
quires a studied effort to distribute the new securities 
among them so that there shall be a minimum of disturb
ance in the existing banking situation and in the structure 
of yields on securities.

Victory Fund Committees not only will assist in secur
ing the active participation of all larger-scale investors 
but also will aid in bringing about the best possible dis
tribution among commerçai banks of the necessary load 
of Government securities. This twofold task is of vital 
significance to the immediate war effort and to the future 
stability of our entire economic system. In carrying out 
this task, the Victory Fund Committees merit the cooper
ation of all citizens.

O w n e r s h i p  o f  U n i t e d  S t a t e s  G o v e r n m e n t  D e b t ,  J u n e  30, 1942, a n d  A b s o r p t io n  
o f  t h e  I n c r e a s e  D u r i n g  t h e  F i s c a l  Y e a r  E n d i n g  J u n e  30, 19421

(amounts in millions of dollars)

t— Total Holdings— ^
T____ i n  1 OAO

. ...—  Increase in 
Amount

Holdings, July 1, 1941 - June 30, 1942 ...... ........... '

Amount Percent Full Year 1st Half 2nd H alf Full Year 1st Half 2nd Half
24,086 31 6,008 1,461 4,547 28 16 36

3,837 5 476 305 171 2 3 1
8,895 12 2,024 1,036 988 9 11 8

26,448 35 10,676 5,101 5,575 49 57 44
2,649 3 465 70 395 2 1 3

10,602 14 2,121 1,048 1,073 10 12 8

76,517 100 21,770 9,021 12,749 100 100 100

Commercial banks2.......................................
Mutual savings banks..................................
Insurance companies....................................
Other private investors3.............................
Federal Reserve banks................................
Government agencies and trust funds.

includes direct and guaranteed debt.
2Member banks of Federal Reserve System. Their holdings comprised 90 percent of the Government securities held by all commercial banks on December 

31, 1941.
3Includes approximately 5 percent of total bank and insurance company holdings not separable from those of other investors.

Source (except of data relating to Federal Reserve and member banks) : United States Treasury Department.

Review of Business Conditions— Twelfth District

I n d u s t r i a l  activity in the Twelfth District again ex
panded in June, entirely as a result of further increases 

in operations in aircraft, shipbuilding, and other war in
dustries. The principal factor limiting these increases con
tinued to be availability of skilled labor and materials. 
Factory employment and payrolls in the Pacific Coast 
states in June once more established new records. This 
bank’s seasonally adjusted index of payrolls rose to 399 
percent of the 1923-1925 average, compared with 199 per
cent a year earlier and 123 percent in June 1940. Value of 
sales of department stores declined less than seasonally in 
June, and preliminary data for July indicate that sales 
were somewhat better maintained in that month than is 
customary. As a result there has been at least a temporary 
halt in the February to May decrease of the seasonally 
adjusted index of district department store trade.

The character of demands for bank credit in recent 
weeks has been similar to those evident since early spring. 
Loans of district city banks declined considerably further 
from mid-June through late July. Advances for commer

cial and industrial purposes decreased $14,000,000 during 
the four weeks ending July 22 to $470,000,000. Loans to 
finance transactions in securities, loans secured by real 
estate, and other loans, consisting principally of personal 
and retail instalment paper, also declined. On the other 
hand, investments of district banks in United States G o v -

S e le c te d  I t e m s  of  C o n d it io n  o f  R e p o r t in g  M e m b e r  
B a n k s — T w e l f t h  D is t r ic t

(in millions of dollars)
/--------- Change From--------- \

July 22, June 24, Dec. 31, July 23,
1942 1942 1941 1941

Loans and investments— total............ , 2,810 + 1 2 5 + 1 5 2 + 3 1 9
Loans— t o t a l .........................................

Commercial, industrial, and
1,063 —  29 — 103 —  32

agricultural loans........................ 470 —  14 —  36 +  25
Open market paper........................
Loans to finance securities

14 —  1 —  11 —  9

transactions.................................. 40 —  2 —  9 —  9
Real estate loans............................... 377 —  3 —  12 —  9
All other loans.................................. 162 —  9 —  35 —  30

Investments— t o t a l ............................. 1,747 + 1 5 4 + 2 5 5 +  351
U . S. Government obligations. 1,461 +  160 + 2 9 8 + 4 0 9
Other securities ............................. 286 —  6 —  43 —  58

Demand deposits— adjusted................. 1,664 +  64 +  185 + 3 0 6
Time deposits ........................................... 1,078 —  8 —  41 —  12
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